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WHEN IS A CATTLE FEEDLOT 
PROFITABLE? 
THE current surge of interest in feedlots stems from low coarse grain prices and com-
paratively low early summer baby beef prices. Cattle raisers sense the opportunity for 
higher prices by holding the cattle on the farm over summer and autumn, and grain pro-
ducers see better returns from barley and oats fed to cattle than sold as grain. 
Feedlotting can easily be unprofitable and 
the following questions need to be consider-
ed very carefully. 
How much better are late season prices? 
How much will "store" cattle cost? 
How much will feed cost? 
How much will feed preparation and 
feeding cost? 
By J. T. STOATE* 
This article examines the profitability of 
cattle feedlots and presents sample budgets 
for two typical situations—the farmer who 
produces his own cattle but buys grain, and 
the cereal grower who produces grain but 
buys in cattle for finishing in a feedlot. 
A ready reckoner gives the probable mar-
gins for feedlotting cattle at various buying 
and selling prices. 
Seasonal price changes and choice of cattle 
The Table shows the variations in prices 
received for baby beef over the last four 
years. Baby beeves are the cattle most 
sought after for the local market and they 
bring a few cents more per pound than 
steers. 
Midland prices—light and medium weight steer 
baby beef. 
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'Rural Economist, Albany 
As the cost entailed in putting a pound 
of extra weight on a feedlot animal is 
roughly equal to the final late season selling 
price in an average season, the oper-
ator's profit stems from the seasonal price 
change. Winter beef prices were exception-
ally high in 1970, but, with greater interest 
in feedlotting, these prices can be expected 
to fall in future years. 
Present price variations make feedlot 
operation profitable from January to July. 
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Cost of animals 
Farmers with an established breeding 
herd probably won't have to choose their 
feedlot animals. They will simply fatten 
the baby beef weaned in November-Decem-
ber. However, they will be able to choose 
the cheapest feed available. 
Grain fanners could buy either baby beef 
or older steers. Older steers in store con-
dition can be expected to gain weight at 
the rate of 2 i lb per day and 60% of this 
will be actual carcass weight increase. This 
contrasts with baby beef which will only 
gain 2 lb per day of which only 52% may 
be carcass gain. But less than half of the 
body weight of a store steer is carcass, and 
careful buying is necessary to get this for 
less than 30c per pound. 
Feed cost 
The grain farmer will have made a choice 
of the major feed component, while the 
grazier producing beef can choose the feed 
which produces meat at the lowest cost. 
The budgets below show that the grain 
producer saves on feed cost, but the grazier 
starts with a cheaper animal. Both systems 
are about equally profitable. 
Equipment cost 
The profitability of feedlotting is such 
that expenditure on facilities should be kept 
to a minimum, especially where the annual 
turnout is only 100 head or so. Make do 
with the equipment on hand and don't spend 
money on elaborate yards. Equipment 
costing $500 will add about one dollar per 
animal to the cost of producing 100 head 
per year. If equipment costs $6,000 then 
there will be no financial gain in turning 
out 100 head from the feedlot. 
Feedlot budget for farmer producing his 
own cattle 
Costs: 
Stock 
Baby beef steer—liveweight 580 lb 
Dressing percentage 52%, price 25c per lb 
580 x 52 x 0.25 
100 = $75.40 
less selling costs (Commission 
and freight) = $ 8.77 
Cost into the feedlot = $66.63 
Feed 
The average daily requirements of an 8 
to 10 month old calf could be: 
Grain—12 lb (oats) 
Hay—5 lb 
Protein—1 lb (meat meal) 
The total feed required for 120 days 
would be 1,440 lb oats, 120 lb meat meal, 
and 600 lb hay. With oats at 60c per 
bushel, meat meal at 5c per lb and hay at 
$18 per ton, costs would be: 
1,440 lb oats $21.60 
120 lb meat meal $ 6 . 0 0 
600 lb hay $ 5.00 
(or a daily cost of 27c) $32.60 
Depreciation on feedlot 
If cost is $500 
Annual depreciation $100 (over 
5 years) with a throughput of 
100 animals, annual cost per 
animal $ 1.00 
Total cost $100.23 
Returns: 
580 lb + (120 X 2) lb = 820 lb live-
weight. Dressing percentage 5 3 % . Price 
32c per lb (434 lb beef). 
820 X 53 X 0.32 
• $138.87 
100 
less selling costs $ 11.95 
Farm Return $126.92 
Margin to management, labour 
and capital $ 26.69 
per head 
Feedlot budget for farmer producing grain 
and buying cattle 
Costs: 
Stock 
Cattle purchased $75.40 
Plus cartage $ 1.00 
$76.40 
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Feed 
Oats at 35c per bushel: 
1,440 lb oats 
120 lb meatmeal 
600 lb hay 
Depreciation 
Total cost 
Retains: 
Farm return 
Margin to management, labour 
and capital 
$12.60 
$ 6.00 
$ 5.00 
"$2T60 
$ 1.00 
$IoToo 
$126.92 
$ 25.92 
per head 
The Table below is a ready reckoner for 
anyone considering a feedlot. It you select 
a cost price on the line across the top and a 
selling price down left hand side you can 
readily see the likely margin per animal. 
You need to remember that this margin is 
only the surplus of returns over initial cost 
plus feed cost and that from this margin you 
must deduct any interest charges, labour 
charges and the running costs of the grist-
ing plant. 
READY RECKONER —MARGIN PER BEAST ($) 
Cost Price 
(cents per lb.) 23c 24c 25c 26c 27c 28c 
Selling Price 
(cents per lb.) 
27c .... 
28c ... 
29c ... 
30c ... 
31c ... 
32c ... 
33c ... 
34c ... 
.... 
$ 
.. 11.78 
.. 15.91 
.. 20.03 
.. 24.15 
.. 28.27 
.. 32.38 
.. 36.50 
. 40.62 
$ 
8.96 
13.09 
17.21 
21.33 
25.45 
29.56 
33.68 
37.80 
$ 
6.09 
10.22 
14.34 
18.46 
22.58 
26.69 
30.81 
34.92 
$ 
3.22 
7.35 
11.47 
15.59 
19.71 
23.82 
27.94 
32.06 
$ 
0.36 
4.49 
8.61 
12.73 
16.85 
20.96 
25.08 
29.20 
$ 
Loss 
1.61 
5.74 
9.86 
13.98 
18.09 
22.21 
26.33 
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